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Botswana, like many other African countries, suffers from low levels of economic 
diversification because of its heavy reliance on the mining sector for revenue. This is a 
conundrum that has continued to overwhelm the Government, despite several policies, 
institutions and initiatives aimed at diversifying the economy. Botswana enjoyed high levels 
of economic growth post independence when diamonds and other minerals were discovered. 
A heavy dependence on minerals for revenue and a limited export base therefore 
characterised the economy although the revenue was able to develop the country that had 
very little development at independence.  
The significance of this research is to establish why Botswana’s economy has failed to 
diversify and what can be done, moving forward, to address the challenges that have led to 
this fairly undesirable state. The main findings are that despite the theory of comparative 
advantage and trade patterns, Botswana has implemented its policies poorly and that the 
Government needs to provide resources, financial and otherwise to support the current 
comprehensive and more coherent diversification efforts, as diversifying an economy 
involves structural changes that are costly. The renewed diversification efforts need to be 
backed up by supportive initiatives and complementary strategies. Implementation and 
monitoring mechanisms need to be strengthened and the Government and stakeholders need 
to guard against a proliferation of institutions and policies tasked with the same 
responsibilities.  




















































Chapter 1 Introduction 
 
The global financial crisis of 2008/2009 had adverse effects on all countries but of particular 
significance to this research is Botswana’s response to the crisis, specifically regarding economic 
diversification. The heavily commodity dependent Botswana began to make its efforts towards 
diversification more eloquent and precise than ever in its history of economic growth and 
development. This situation is not unique to Botswana as many developing countries are plagued 
by economic activities that lack diversity and are centred on a single or few 
resources/commodities.  
Botswana attained independence in 1966 together with many other countries in Sub-Saharan 
Africa (SSA) during those years. Botswana was however predominantly underdeveloped at that 
time and it is reported that there was only less than 10km of tarred road. It is during the surge of 
independence that countries south of the Sahara implemented a more rampant brand of socialism 
that was characterised by “inward-looking, state led strategies”, in an attempt to establish their 
national identities (McMahon et al, 2009:218).  
Since independence, developing economies have thrived or been fuelled by a heavy reliance on 
the production of primary commodities that are unfortunately vulnerable to climate shocks and 
change, and fluctuation in international markets. This scenario describes Botswana as the country 
is well endowed with diamonds and other minerals that generate most of the country’s Gross 
Domestic Product (GDP) and contribute to the majority of exports. 
The political leadership in the wake of independence placed power in the hands of the Executive, 
regrettably, without instituting strong checks and balances systems underpinning the governance 
in developed countries. Policy makers are central to the development and formation of any 
government in power. In its formative stage, a government may desire broad-based growth, a 
prerequisite for sustained growth, and if successful in meeting their basic political constraint, it is 
likely to remain in power. This is the path that Botswana followed after independence (Mc 
















Botswana is one of the few countries in SSA that has consistently achieved high GDP growth, 
with an average of about 10 percent and 5 percent annually since independence. This growth rate 
has however declined since the early 1990s due to a number of factors related to human 
development, for example, the high HIV/Aids infection rate (Fosu and Aryeetey, 2009: 218). 
Infrastructure, specifically the most needed physical and human capital was severely limited in 
the years immediately preceding independence. Therefore, when the first President Sir Seretse 
Khama was elected, his priority was to implement soft controls. It is largely believed he did so 
because of his business background whereas other leaders were instituting hard controls probably 
because of their exposure to Fabian Socialism (Fosu and Aryeetey, 2009:232). 
Economic diversification can be understood as diversifying a country’s sources of economic 
growth and income resulting in more or less equal dependence on all sectors of the economy. 
According to Botswana’s Economic Diversification Drive Strategy (EDD Strategy), the core 
indicator of diversity in an economy is a situation where no single sector or resource can be the 
major engine of growth. In Botswana the major source of income is diamonds. 
Botswana has developed different initiatives throughout the years albeit in a piece-meal fashion 
in an attempt to diversify her economy. However, her efforts have become more coherent, 
consolidated and pronounced since adopting the Economic Diversification Drive Strategy in July 
of 2011. This strategy was borne from the harsh impact of the global economic recession that left 
Botswana’s most income earning mineral less appealing to the world market.  
Botswana’s economy undoubtedly achieved phenomenal growth over the first four decades after 
independence. This growth was however, achieved based on the principles underlying the 
comparative advantage theory and therefore in a less diversified economy, where most of the 
revenue was accrued from diamonds, copper/nickel and beef (EDD Strategy, 2011: Internet). As 
previously stated, it was after the world economic recession in 2008/2009 that the Botswana 
Government recognised more than any other period in time the need to diversify its economy and 
issued a directive to all Ministries to intensify diversification efforts. A short term strategy has 
since been adopted to facilitate support of local procurement and promote local consumption and 
production. By promoting and supporting local manufacturers and products it is envisaged that 
















The positive trait that Botswana possesses is a history of sound economic management. 
Challenges to the economic growth of this landlocked country are associated with the lack of a 
diversified economy which is largely due to the struggle to attract significant volumes of FDI, 
chiefly attributable to the small population and relatively high costs of transportation and energy 
(Oxford Analytica Daily Brief Service, 19/04/11).  
This paper therefore aims to analyse Botswana’s path to economic diversification by identifying 
challenges that have barred diversification efforts thus far and explore the agreed initiatives that 
have been developed to overcome the challenges in a sustainable manner. This research aims to 
establish the efforts that have been taken in pursuit of diversification, whether any results have 
been yielded thus far and determine whether solutions are being implemented as well as the role 
of all implementing bodies. An analysis of the economic diversification drive strategy will be 
undertaken with a view to establishing whether this strategy can indeed lead to the desired 
economic transformation with due regard to previous attempts at sectoral growth and 
development.  
It could be argued that this research is done a little prematurely because the main diversification 
strategy is currently being implemented and comprehensive results and lessons can only be 
drawn post 2016. Nonetheless, it is significant to acknowledge that previous efforts at expanding 
other sectors of the economy have been somewhat haphazard and not necessarily a priority. The 
Government has always recognised that the diamonds will not fuel the economy forever, some 
day they will run out or their demand will be less. This research is significant not only because it 
is an analysis of a current pertinent issue in Botswana, but also because it is a challenge that is 
not exclusive to Botswana, it is rather the experience of many developing countries.  
 
1.1. Contextual Historical Background  
 
Botswana is a small, land locked country that managed to prove that mineral wealth can benefit a 
country and the “curse of natural resources” or “Dutch disease” does not have to be a 
characteristic of every resource endowed country (Todaro and Smith, 2006:731). It has been 
asserted that in Botswana’s case, the key to having overcome the “curse” was the institution of 















geography in the form of the huge diamond deposits as well as favourable institutions that 
protected property rights, the rule of law and a good incentive for government to play a 
constructive role (Todaro and Smith, 2006:731).  
Despite the economic success in its formative years, the geographic disadvantages inherent in 
Botswana cannot be ignored. The land locked position of the country can act as a barrier to 
growth and development because the lack of access to seaports is statistically associated with 
slow growth. This is a condition that has remained problematic in other countries but has not 
affected Botswana in the same way (Todaro and Smith, 2006:731). Although the fact that 
Botswana is land locked did not hinder growth in the years following independence, it can 
certainly be argued that it is a factor that has contributed to the lack of economic diversification 
experienced.  
It is imperative to highlight that Botswana’s economic success has been largely attributed to 
favourable institutions. The Government, through the provision of infrastructure, has played a 
constructive role in the economy (Todaro and Smith, 2006:732). The Government made a 
profound decision with regard to mining interests very early. It encouraged exploration but 
unlike some other African governments, it ensured that it negotiated a share of profits without 
driving investors away. This resulted in the current 50/50 joint venture between the De Beers 
diamond cartel and the Government (Todaro and Smith, 2006:732). The company is known as 
Debswana. 
From the aforementioned it can therefore be deduced that the geographical position of a country 
need not affect economic performance dramatically, natural resources are not the cause of 
mismanagement to be deemed a curse and good institutions are a vital ingredient (Todaro and 
Smith, 2006: 733). The growth differences amongst Sub-Saharan African countries are not 
negligible. From 1981-1985 Botswana averaged a 10 percent growth rate, whilst South Africa, 
SSA’s biggest economy pulled down the average growth levels in the early 1970s because of the 
political situation embodied by Apartheid system that prevailed in that country. The overall SSA 
average weighted heavily toward South Africa because it had a larger GDP than the rest of 
Africa (Fosu and Aryeetey, 2009:218). 
As previously stated, Botswana managed to attain sustained stellar growth rates in the early 















pandemic reared its ugly head and plagued the country in the 1990s. During this period, the HIV 
infection rate was high. This affected the economy and the role of institutions and political 
stability in economic growth became apparent. The Terms of Trade decreased across SSA in the 
latter part of the 1980s and early 1990s as compared to the early 1980s (Fosu and Aryeetey, 2009: 
218). 
Botswana experienced substantial falls in Terms of Trade which resulted in the decreased price 
of diamonds. The hindrance of Terms of Trade can be attributed to high costs of transportation 
and the ecology of disease. This serves to emphasise that the country has been dependent on 
natural resources, particularly diamonds from the beginning and the substantial decrease is 
indicative that minerals cannot be the only source of revenue (Fosu and Aryeetey, 2009:219). 
 
1.2 Paradigms and the Role of Government 
 
In the years immediately following independence, many African leaders opted for a 
“government-led development” as a development paradigm. This approach to development was 
centred on the critical role of government in the development process (Fosu and Aryeetey, 
2009:238).  This development paradigm was particularly exacerbated by non-existent or weak 
markets to guide resource allocation and the limited ability of private entities to undertake 
investment opportunities.  
Equality and growth remained vital goals of development but the categorical focus on the role of 
government led to a restricted role of the private sector thereby severely curtailing the sectors 
growth and development (Fosu and Aryeetey, 2009:238). The fundamental conditions necessary 
for growth, promoting investment and innovation are reportedly security, support and signals in 
the form of adequate information and communication technology (ICT) (Esfahani, McMahon 
and Squire, 2009:338). Botswana built the foundation of the country with a minimal public 
service as there was a general lack of skills amongst the population. To curtail this challenge, 
expatriates with the necessary skills and training were hired to be part of the development of the 















The main sector was initially agriculture with beef exports considered a comparative advantage. 
The highest revenue earning sector in the late 1960s was beef, which accounted for as much as 
85 percent of Botswana’s revenue (Fibaek, 2010:4). The rapid economic growth that was 
initially realised was undoubtedly catalysed by the aid received from donors, the end of a major 
drought and the discovery of diamonds and copper-nickel which led to the opening of the first 
diamond mine in 1971 (Fibaek, 2010:5).  
Botswana’s economic vulnerability to external shocks was evident in the period 1974-78 when 
the growth rate excluding mining was a meagre two percent (Fibaek, 2010:6).  The mining 
activities have consistently raked in high revenues but the situation changed dramatically in 2008 
when it only accounted for 30 percent of GDP. In 2009 the curtain came down when the 
diamond prices fell significantly and the growth rate in GDP was a negative for the first time in 
forty years (Fibaek, 2010:8). For the first time since minerals were discovered, the service sector, 
which comprise mainly of tourism, was the largest sector contributing to 45 percent of GDP and 
60 percent of employment (Fibaek, 2010:8).  
Fortunately Botswana’s economy was able to slightly recover from the global economic 
downturn despite its high vulnerability to external shocks. In 2010 the economy recovered as 
there was an increased demand for diamonds, GDP grew by 7.2 percent from recording only -4.9 
percent in 2009 (Botswana IUMP, 2012:6). The mining sector grew by 22 percent, recovering 
from the decline of 27 percent in 2009. The services sector also recorded strong growth levels at 
6.5 percent as compared to 6.2 percent in 2009 (Botswana IUMP, 2012:6).  
 
One of the core challenges that have cemented Botswana’s economic vulnerability to external 
shocks is the lack of technological progress and industrialisation (Fibaek, 2010:11). There has 
not been enough investment into research and development as well as technological progress 
throughout the years. In addition to the aforementioned, Botswana has high inequality and 
poverty rates. There is an economic theory that asserts that a return on investment in human 
capital is maximised if the human capital is widely spread across society. Therefore, structural 
















It can therefore be deduced from the afore detailed that Botswana needs to concentrate her 
efforts on human capital formation, technological development in agriculture and manufacturing 
sectors and to change the economy’s structure from dependence on mining. It must be 
highlighted that this situation is not unique to Botswana, other African countries that have 
experienced high growth rates due to the export of resources are grappling with the same 
conundrum, and Angola is an example (Fibaek, 2010:12). Technological progress is a critical 
ingredient in development even though it has been difficult for developing countries to achieve 
this because the conditions that are necessary to foster it, such as supply and demand for human 
capital, are an obscurity yet to be overcome (Fibaek, 2010:12). 
 
1.3 Economic Diversification in Botswana 
 
Botswana has transitioned from being poor and undeveloped at independence to being classified 
as a middle income country because of the great success and growth it has consistently attained 
prior to 2008. The worrisome or concerning element of this success is that it has been driven in 
large by diamond revenue expenditure (Sekwati, 2011:2). Sekwati (2011:2) highlighted that “the 
diamond-mining sector accounts for almost a third of GDP and during 2006-2007 the mining 
sector accounted for 75 percent of national export earnings”. This is a very significant 
contribution and the extent to which the economy is fuelled by earnings from commodities can 
be established. In addition to diamonds, the country also produces copper-nickel, soda ash, coal 
and gold. 
There is a general consensus in the literature that little impact in structural changes to the 
economy has been achieved. There have also been several policies targeting different sectors of 
the economy throughout the years and institutions with solid frameworks and foundations 
established to shape the economy. However, these institutions were only successful in so far as 
protecting property rights of actual and potential investors, ensuring political stability and that 
political elites were constrained by the political system (Sekwati 2011:3). The role that the 
institutions played should not be misinterpreted as having had little value in the overall growth of 















The political founding fathers of the country took calculated and deliberate actions to create a 
strong and sturdy central state. The most significant and relevant of these decisions was the 
passing of the Mines and Minerals Act in 1967 which in essence ensured that mineral rights 
belonged to the Government instead of the tribes that occupied the land where the minerals were 
discovered (Sekwati, 2011:6). The political leadership also avoided appointing unskilled citizens 
to perform duties that they were not equipped for and rather chose to keep expatriates, 
international workers and consultants in their employ until indigenous persons had acquired the 
necessary qualifications (Sekwati, 2011:6).  
One of the cornerstone features of Botswana’s development experience is the strong adherence 
to development planning and budgeting principles. Development plans are drawn and 
implemented over a five year period with little or no external influence in the planning process 
(Sekwati, 2011:6). The outcome or benefit of development planning has been that national goals 
or objectives are agreed and centrally planned which ensures that only approved projects are 
financed after being agreed during the budget sitting of the National Assembly (Sekwati, 2011:6). 
The national development plans help keep the Government accountable and also set the agenda 
for key priority areas that are being focused on.  
Before the discovery and exploitation of minerals, the meat industry was explored with more 
vigour, to the extent that the Government founded the Botswana Meat Commission (BMC) to be 
the sole purchaser of cattle from farmers. The BMC also serves as a marketing board and the 
overall institution responsible for strategies and issues related to the beef industry (Sekwati, 
2011:6). As many people were farmers in the early days, the BMC adopted strategies that 
subsidised veterinary services and the distribution of vaccines. Most important of the BMC’s 
function was the negotiation of access to markets abroad, specifically the European Economic 
Community or the European Union (EU) as it is now known (Sekwati, 2011:6). 
Low levels of industrialisation have been experienced in despite the Government’s efforts to 
encourage and provide appropriate frameworks for it to take place. The manufacturing sector has 
been supported by targeted policy as well as financial support. Regrettably, this support has not 
yielded the intended outcomes and the sector’s performance continues to be less satisfactory than 















Employing the narrow definition of industrialisation, which is limited to only manufacturing and 
excludes supporting sectors such as construction, this sector has struggled to make an impact 
contribution to GDP (Sekwati, 2011:10). Whether this is largely due to insufficient effort on the 
part of Government, or other factors such as the role the private sector plays in the make up of 
the economy, cannot be clearly determined. 
Over the last decade, improvement in the broad definition of industrialisation/manufacturing has 
been experienced. Although in terms of diversification, the only diversity that has occurred is 
from only meat and meat products to consumer goods, intermediate as well as capital goods 
(Sekwati, 2011:10). It must therefore be acknowledged that the product range the manufacturing 
sector is producing has expanded to include dairy, beverages, bakery, textiles, tanning and 
leather, chemicals, rubber, wood and other manufactured goods as opposed to exclusively meat 
and meat products at independence. But this is still not on a large enough scale (Sekwati, 
2011:10).  
On the contrary, there are some researchers that contend that positive trends in the broad 
definition of the industrial sector, i.e. manufacturing and support sectors, have been experienced. 
Manufacturing from 1996/97 – 2002/03 was 6.5 percent which was higher than mining at 5.2 
percent over the same period. The above industrialisation has taken place in the narrow 
definition (Sekwati, 2011:10).  
There are several factors that limit the growth of the manufacturing sector in Botswana despite 
support and encouragement from the Government. Sekwati (2011:11) in his case study argued 
that these factors were the “limited availability of domestic financing capital, absence of a 
critical mass of citizen entrepreneurs with business acumen, limited input base, inadequate 
skilled personnel, infrastructure and supporting services and a small domestic market.”  To add 
another dimension, the population in Botswana is about two million people according to the most 
recent population census that was undertaken in 2011. This fact has been discouraging and 
furthermore acted as a disadvantage to manufacturers because of the limiting effect it has on the 


























2000 2005 2006 2007 2008  2009 
Agriculture 42.7  20.7  5.6  4.8  4.1  2.6  1.8  1.7  1.8  1.7  2.3  
Mining -  17.5  48.9  39.5  33.9  40.9  40.7  41.7  39.2  36.5  28.3  
Manufacturing 5.7  7.6  3.9  4.7  4.8  3.8  3.5  3.4  3.9  3.8  3.9  
Water and 
Electricity 
0.6  2.3  2.0  1.7  2.1  2.2  2.2  2.2  2.2  2.2  2.4  
Construction 7.8  12.8  4.6  7.6  6.2  5.2  4.5  4.4  4.8  4.7  5.7  
Trade, Hotels 
and Restaurants 









20.1  4.7  6.4  8.8  11.2  10.0  10.0  10.2  10.6  11.7  13.0 
General 
Government 




-  2.8  2.5  4.2  6.6  3.9  4.0  3.9  3.9  4.1  4.9  



















1.4 Initial Diversification Efforts and Experience 
 
It was discussed earlier that industrialisation is the emphasis of most countries when undertaking 
diversification efforts because it is believed that long term growth can be attained through 
industrialisation rather than the growth achieved from resource based economies (Sekwati, 
2010:81). This is the route Botswana has also taken in their new diversification efforts, however 
this is not a new approach. Initiatives to promote industrialisation are evident in various national 
development plans and even pronounced in the Industrial Development Act of 1968. This Act 
paved the way for subsequent industrial related policies that aimed to develop the private sector 
(Sekwati, 2010:81). It is therefore apparent in this Act that even before the adoption of the 
economic diversification drive, the development of the private sector has been perceived as 
paramount in efforts to diversify the economy (Sekwati, 2010:81).  
In 1984 an Industrial Development Policy was developed and it formed the foundation and initial 
impetus for industrial development in Botswana. This policy aimed to promote local production 
for the domestic market in order to substitute imports and subsequently became the foundation 
for national development plans (Sekwati, 2010:81). However, during the 1990s the policy had to 
be revised because it was found to be unsustainable given the increase in international 
competition which was a consequence of the rise of the globalisation phenomenon (Sekwati, 
2010:81). Globalisation brought about new challenges in Botswana’s industrialisation process 
and resulted in the leadership forced to change this policy focus in order to accommodate the 
new dynamics. Government therefore adopted a new industrial development policy in 1998 that 
emphasised highly productive and efficient export based industries in contrast to the previous 
policy direction (Sekwati, 2010:81). 
Several legislation and institutions were established in order to facilitate industry growth and 
expansion. These supporting instruments were not only tailor made to cater exclusively for large 
scale enterprises but for SMMEs too. SMMEs were found to be crucial drivers of 
industrialisation in Botswana which culminated in the formulation of a new policy in 1998 aimed 
at addressing the challenges experienced by SMMEs in 1998 (Sekwati, 2010: 81). 
There are several institutions currently operating in Botswana whose mandate is to support 
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